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The South Carolina Rural
Development Act of 1996
substantially increases the
role of county governments
in deciding about incentives
for income and job enhancing investments within their
jurisdictions.
In simple terms, counties
are now empowered to enter
into inducement agreements,
which allow a company to pay
a fee-in-lieu of taxes if the
proposed investment meets
certain statutory requirements. The new powers may
prove useful to counties in
generating economic development, but they also open
the door for county councils
to give away too much in order to attract private investments.
To avoid putting existing local taxpayers at risk, a carefully thought-out policy regarding these incentives is
called for well in advance of
situations where they may be
requested.
Jim Hite, Senior Fellow at

the Thurmond Institute and
longtime faculty member in applied economics at Clemson
University, offered some
thoughts on county incentives
policy to county economic development directors recently.
The most important thing, Hite
said, is for each county to make
sure it offers incentives only if
doing so advances that county’s economic development
strategy. “The problem is,” he
noted, “most counties don’t
have an economic development strategy.”
As an interim measure, until
such strategies can be developed and agreed upon in each
county, Hite offered ten questions for consideration in deciding whether to offer an inducement agreement (box on
page 3). Some counties may
want to put more emphasis
upon some of these questions
than others. Hence, Hite suggested that each question be
assigned numerical weights
which sum to one hundred.
Hite’s scheme provides for

special bonus points if the
county has the local option
sales tax. “Counties that have
regional shopping centers
will recoup a lot of lost property tax revenue from the taxes on sales generated by new
jobs and income if they have
a local sales tax,” Hite points
out. “Counties with local sales
tax but no regional shopping
centers will recoup some revenue, but not as much as
core metro counties. So the
bonus weights are added to
take account of differing local situations on the sales
tax and on shopping patterns.”
The form illustrates how the
questions can be used. Suppose that the county seriously needs new jobs and income opportunities. Hence,
rather high weights, perhaps
70 of the total weights of 100,
are assigned the first five
questions. But that leaves
only 30 weight points to distribute across the second five
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Government Needs A Price Index
This series of
economic briefs
explores fundamental concepts
in economics and
community and
economic development.

When most of us think about
measuring inflation, we immediately check on the most
familiar measure, the Consumer Price Index (CPI).
The CPI measures changes in the cost of a “market
basket” of goods bought by
typical households, such as
ground beef, jeans, electricity, gasoline, and housing.
However, the CPI is not the
only price index, and sometimes it’s not the price index

price of all the items in the
Gross Domestic Product.
These indexes are useful for
separating out changes in real
quantities produced from
changes that just represent
higher prices.
Local governments need
their own index, because they
spend their money on their
own peculiar mix of goods
and services. American City
and County magazine provides a partial government
index. It is made
up of a mix of
items from the
producer price
index and the
consumer price
index that are
important in local
government budgets like cement,
diesel fuel, computers, floor
coverings, plywood, paper,
office machines, and furniture. From early 1995 to early
1996, this index rose 2.3 percent, a little less than the CPI
of 2.5 percent but a little more
than the construction cost index of 1.9 percent or the producer price index of 2.2 percent.
However, labor costs, which
account for more than half of
all local government spending are a missing part of this
index. For this part of the index, economists turn to the
Monthly Labor Review, which

...indexesareusefulfor
separatingoutchangesinreal
quantitiesproduced[goodsand
services]fromchangesthatjust
representhigherprices.
needed for the purpose at
hand.
When economists measure
the real (inflation-adjusted)
rate of growth of income and
output, they don’t adjust these
figures using the CPI. That’s
because a lot of items, like
backhoes, fire trucks, road
resurfacing, and industrial
robots don’t figure into consumer budgets. Other price
indexes are tailored to government, to industry (the producer price index) and for
exports and imports. A composite index measures what
is happening to the average

follows labor costs as well as
monitoring changes in consumer prices. In 1995, compensation costs for state and
local government workers (including wages, salaries and
benefits) rose 2.8 percent,
somewhat less than the average of 3.2 percent for all civilian workers. If we put the partial government index together with the government compensation costs, the price index for local government rose
about 2.6 percent last year,
just a little faster than the CPI,
even though wages and benefits rose more slowly.
What is the value of this
blended index that is geared
toward the mix of products
and services that cities and
counties actually buy and that
considers worker compensation? Like workers, local governments sometimes need to
ask for a raise from their employers, the taxpayers. Sometimes they are called upon to
justify any increases in spending.
Correcting for inflation with
the appropriate index gives a
better idea of whether an increase in spending by your
local government is really providing more in the way of
goods and services or whether your local government is
just trying to stay abreast of
rising costs of materials, equipment, and services they buy.
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County’s Use of New Powers Under RDAct
Require Careful Decision Making. . .
(From p 1)

questions. Other than the bonus points, the total weights
should not be greater than
one hundred.
Admitting that his scale is
somewhat arbitrary, Hite suggests the following scheme
for scoring. If the total score is
90 or better, an inducement
agreement looks like a good
bet for a county, and it might
want to offer the maximum

incentives. If the total score
is 50 or better, offering some
incentives is probably reasonable. But if the score is less
than 50, the county might be
tight-fisted and justified in refusing to enter into an inducement agreement.
Hite’s scoring system does
not solve all the problems.
People may disagree about
the relative weights to put on

each question. In the long term,
counties need economic development strategies. But in
the meantime, the Hite system provides a stop-gap procedure that, if not perfect, is at
least reasonable. Using it, Hite
suggests, should allow counties to offer incentives in worthwhile cases and stay out of too
much trouble in the questionable ones.

If the answer to the question is yes place 1 in the first space, if the answer is no place 0 in the
space. Place the assigned weight in the second space. Complete the multiplication. Total the
column. Adjust for the local option sales tax.
Yes/No

1. Will the project employ local people? Can it make effective
use of skills resident in the local labor force?
2. Will the project tend to raise the local wage rate?
3. Will the project enhance economic opportunity for the
disadvantaged?
4. Will the project purchase significant inputs from local suppliers?
5. Will the project build local capacity by investing in worker
training, enhancing educational opportunities, etc.?
6. Is the project environmentally friendly?
7. Will local government be able to recoup some of the incentives
if the project fails to meet minimum performance standards?
8. Will the project enhance the community as a good place to live,
raise a family, and do business?
9. Is there realistic chance of getting the project without getting
into a bidding war?
10.Will management and supervisory personnel associated with
the project live in the county and be contributing members of
the community?
Total Score (Does not exceed 100 points)
Bonus: Does the county have a local option sales tax?*
Adjusted Total Score

Weight

Score

_____ x _____ = _____
_____ x _____ = _____
_____ x _____ = _____
_____ x _____ = _____
_____ x _____ = _____
_____ x _____ = _____
_____ x _____ = _____
_____ x _____ = _____
_____ x _____ = _____

_____ x _____ = _____
_____
_____
_____

* Assign a weight of 20 if the county is a core metro county with regional shopping centers; 10
otherwise. If more than 69 percent of the tax is returned to property owners as property tax relief,
consult the Strom Thurmond Institute for assistance.
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Municipal Governments Grow In Internet Use
E-mail addresses of
selected municipalities:
Aiken: http://
www.aiken.net/city/
Chapin: http://
www.chapin.sc.us/
Isle of Palms: http://
www.awod.com/
gallery/iop/
Myrtle Beach: http://
www.sccoast.net/
mbcity/
North Charleston;
http://www.awod.com/
gallery/n_chas/
Rock Hill : http://
web.infoave.net/
~rockhill/
Springdale : http://
www.scsn.net/users/
springdale/
Summerville: http://
www.awod.com/
gallery/sville/
Sumter: http://
www.sumter.sc.us/
Municipal Association of South
Carolina: http://
masc.state.sc.us/

®

As of August, eighteen South
Carolina municipalities had appeared on the internet with
home pages in the World Wide
Web, according to a study recently completed at the Thurmond Institute by David Shideler, a summer intern and senior
majoring in community and rural development.
Shideler checked out each
home page site and developed
a classification system for Web
pages that compared use of
the internet by local governments to the growth pattern of
human beings. Communities
just beginning to appear on
the internet were termed newborns, and those that demonstrated sophistication or much
experience were termed elderly. In between were toddlers,
children , teenagers , and
adults.
By Shideler’s classification,
most of the Web pages of
South Carolina local governments are toddlers, children
or teenagers. The sites contain limited amounts of information relative to the potential

that the internet offers for such
sites. The simplest ones offer
only one page that provides
information mainly of interest
to outsiders. Those in the teenager stage generally have multiple pages with interactive capabilities, hot spots and hyperlinks and are designed to provide useful information not just
to outsiders but also to local
residents.
Unlike the human being, however, who requires more attention and upkeep as a newborn
than as an adult, local government home pages require more
resources and attention as they
move through the teenage to
the adult phases. “To cross
from an informative site to a
service/technology site will require significant investment of
time and resources,” Shideler
warns. While local pride may
engender competition between
places in developing complex
Web sites, it is a competition
that few communities can easily afford.
Shideler cites Aiken as a
South Carolina town with a well-

developed Web site designed to
serve the community’s long term
development strategy. “In light
of downsizing by major employers in the area, Aiken wanted to
attract the attention of other companies,” Shideler says. “Aiken’s
complex Web site is impressive
in itself . . . [but] Aiken could not
have afforded the complexity of
its Web site if it was just a ploy to
gain interests by outsiders.” Not
only does the Aiken site advertise its work force, it also provides a community bulletin board
and eleven news groups widely
used by local residents.
Shideler concludes that it is
probably not a bad thing that
South Carolina’s local governments are moving cautiously in
use of the internet. It is still a very
young system. Although the internet can prove a powerful tool
for local governments to use in
innovating and cutting costs of
services, it is a tool they must
learn to use just like a baby learns
to walk. More South Carolina
communities should explore the
possibilities, but the best advice
is to just take one step at a time.
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